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Trends in Display 


CHARLES J. SHEVLIN 


Display is becoming an independent selling medium, not simply an ad- 
junct to advertising and personal salesmanship. 


It is 1925 and the Paris Exposition 
draws open the curtains on the biggest 
and best show window in the world—it 
presents Modernism in Display. Yes, 
only then did retailers begin to open their 
eyes to the value of their store fronts and 
even now they are only partially aware of 
the real contribution this media of selling 
makes in the annual net sales story. 


DISPLAY BEFORE 1925 


Display, until then, was a backward 
child; and the reason, as with most 
backward children, was that its greedy 
parents thought only of it as something 
that would add to their income and neg- 
lected to give it an education first. If 
the display man, or ‘‘window dresser,” 
could cram 250 articles into his window, 
he was considered by reason of that dem- 
onstration alone a better man than his 
compecitor across the street who could 
get in only 249 articles. They did not 
understand that the more you had in 
your window the less people were likely 
to see; that they, the people, couid not 
see the forest for the trees. Some of 
them are still groping in the darkness of 
the 1920’s. But many, fortunately, 
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have awakened and it is with them—the 
astute sales minded, modern minded, 
creative—that this article proposes to 
deal. 

Before the Exposition, window-display 
backgrounds (there were really no in- 
terior displays) resembled a stage set at 
the old Palace Theatre. A _ hideous 
array of potted palms, or flower vases in 
a sickeningly careful arrangement, or 
trellises with intertwining smilax, a 
background of mellowed oak or Caen 
stone—all of which had not the slightest 
relation to the merchandise that graced 
it. The manikins were human to the 
teeth (a deceased human—they were 
wax and portrayed a revolting, deathly 
pailor) and display fixtures were the 
gaudiest and most “uncleanable.” 


MODERNISTIC TO MODERN 


But then, 1925—and Paris and 
modernique and relief and an immense 
new visual interest. Furniture, archi- 
tecture, and even clothing went “mod- 
ernistic’ and angular. The new vogue 
swept the Avenue; in a moment back- 
grounds got new paint and new designs, 
all lines and angles. In a moment, our 
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waxen sisters were junked and a new 
family of creatures queened it over the 
windows. And it was refreshing—but 
not for long. The early examples of this 
new-era design were bad as all original 
efforts of a new period. Growing pains 
lasted for a few years, diminishing with 
a downward toning of modernistic to 
modern. The cube-like props, the quasi- 
anatomical manikins, the “gaga”’ designs 
were counting their days when a new 
problem arose—the depression! Luxury 
buying faltered, sales dwindled, display 
budgets were pared, and of course jobs 
became scarce. The job scarcity proved, 
however, to be a windfall for the future 
of display. Men and women who had 
been employed in such arts as stage de- 
sign, industrial design, and the fine arts 
found a panacea in display which at just 
that moment, by reason of the Exposi- 
tion stimulant, was expanding in thought 
and looking for new talent. 


CONTRIBUTIONS OF THE STAGE AND THE 
FINE ARTS 


With the new talent in the van, display 
started the forward strides that were 
destined to get for it the recognition and 
importance it now commands. Chrome, 
glass, and plastics were some of the 
“economy” materials that punctuated 
it. Fine art appeared and gave it a 
quality and dignity that did more 
than any other single factor to relieve 
the long-suffered stigma of ‘window 
dressing.” And, finally, the stage con- 
tributed lighting, not a mere flooding of 
display areas (the whole area including a 
rather dusty ceiling) but fixtures of high 
intensity capacity that permitted the 
pointing up of large or small portions 
when and where you wanted it. This, 


with the advent of color projection, was 
to be called “dramatic lighting’ and 
rightly so, for even today lighting is the 
bellwether of a good display. Macy’s, 
in New York, considered this element so 
important that, in 1938 when the Broad- 
way windows were redesigned, air-con- 
ditioning units were integrated into the 
plan, for the dissipation of the heat 
developing from the high-intensity equip- 
ment that was to be a major installation 
in this new front. 


DISPLAY SPECIALISTS 


It was at this time too that commercial 
and industrial designers like Albert 
Bliss, Sue Williams, and Victor Haida, 
with their ears to the ground, opened up 
shops ‘and showrooms for the manu- 
facture and exhibition of display prop- 
erties and effects. They prospered and, 
with many others since, are now rolling 
along on a national distribution basis. 
Until then the only display supply entre- 
preneurs were the manikin, staple 
fixtures (such as T-stands), and artificial 
flower vendors. Today, there is one 
Chicago company with an annual busi- 
ness running into seven figures, multi- 
plied a few times. 


IMPULSE BUYING AND DISPLAY 


Several years ago the Du Pont Com- 
pany made a survey of consumer buying 
in a large metropolitan department store. 
They found, after extensive questioning 
and research, that 62 per cent of the 
purchasers bought on impulse, that is, 
unplanned purchases; that 42 per cent of 
the merchandise sold was as a result of 
this impulse buying and that in 75 per 
cent of these cases display supplied the 
impulse! The conclusions of this study 
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reveal, therefore, that three fifths of the 
people in the store bought something 
they had not planned to buy and that 
three quarters of this number bought 
these unplanned purchases because they 
saw them on display. These findings 
relate to interior display alone. How- 
ever, window display is given a very 
encouraging boost in a survey and count 
made by the International Association of 
Display in 73 cities of the United States 
ranging from the small city to the large 
metropolis with an average population 
of 174,327. The average daily window 
circulation tor this average population is 
18,356 pez window. This is slightly 
more than 10 per cent of the population. 
Now, considering only the larger cities in 
the United States of which there are 375 
with a population of 25,000 or more (or a 
total population of approximately 50 
million, 1930 Census), the average popu- 
lation per city is 129,354. On the basis 
of the above 10 per cent, a daily circuia- 
tion of 13,620 is achieved per window. 
A national brand point-of-sale window- 
display unit costs on an average $4! per 
unit in large-scale production. This 
unit, remaining on display for one week, 
which is nominal, has a daily potential 
circulation of 13,€20 for 57 cents (4 of 
$4). Compare this to under 1,000 im- 
pressions in a newspaper or magazine 
advertisement or under 3,59 listeners on 
a radio program—each potential at a 
cost of .57. 


DISPLAY RESEARCH 


Several years ago the Advertising 
Research Foundation of the Association 
of National Advertisers, Inc., and the 


1 Includes making, distributing, and installing the 
display. 
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American Association of Advertising 
Agencies conducted a National Window 
Display Research under the direction of 
Dr. Miller McClintock, supervised by 


John Paver. The objectives of this 


research were, if possible, (1) to establish 
uniform methods for the evaluation of 
window-display space; (2) to classify 
and codify retail-trade outlets and their 
related window-display space for the 
evaluation of window-display space; 
and (3) to prepare a guide by which ad- 
vertisers can more easily, effectively, and 
economically determine and control the 
distribution of window-display messages 
in a market. The field research ex- 
tended over a period of 18 months in 19 
cities and communities of varying size in 
all parts of the country. The report 
produced definitely showed that: (1) 
The circulation of window-display ad- 
vertising can be evaluated; (2) the vol- 
ume and quality of the circulation in any 
market can be defined; (3) the varying 
degrees of the intensity cf circulation can 
be obtained; and (4) the cost of window- 
display circulation can be determined. 
The report and guide, ‘‘\Window Display 
Circulation and Market Coverage” in 
three colors and approximately 96 
11” x 14” pages, was printed and has 
proved to be of inestimable value to 
national distributors. 

Department stores and _ single-unit 
retailers around the country are faced 
with a somewhat different problem. 
They know the circulation potential and 
quality of their Main Street versus their 
Elm Avenue windows. They know that 
the direct sun on Elm Avenue makes 
colored lighting futile and capacity white 
lighting necessary (some colors of gelatin 
or glass filters absorb 90 per cent of orig- 
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inal light). They know that motion in a 
display is sure-fire; but on Elm Avenue it 
must be subtle and ingenious, on Main 
Street it can be blatant and crude. The 
same is true for sound. They know, too, 
that about } of 1 per cent of the net sales 
is adequate for the maintenance of dis- 
play personnel and equipment. And 
they know that display space costs 
money and that the department using 
that space will pay for it just as it pays 
for space in the pages of the news- 
paper. 


EVALUATING RESULTS 


‘What they do not as yet know, how- 
ever, is to what degree display, as an 
independent effort, can create sales. Of 
course, some know that if red dresses are 
displayed in the window they will sell 
better than blue. But there are other 
factors that influence the decision to 
display red rather than blue and these 
factors certainly can lay some claim to 
the plus business enjoyed. And were 
they sure that the dresses displayed 
yielded a greater return than would 
millinery displayed? Might it not be 
better to use a prestige type of display, 
sans merchandise of any classification? 
If so, how often? When? When the 
answers to these questions are known, 
and they will be, display will cease to be 
an auxiliary to other sales-promotion 
media. When a response percentage 
(cost of promotion related to amount of' 
plus-over-normal sales) can be calculated 
for a display effort there are some who 
will not be surprised if this lout of the 
’20’s, display (or better—visual sales 
promotion), outdistances its haughty 
cousins of today, namely newspapers, 
magazines, radio, and direct mail, in 
selling the goods. : 


DISPLAY NO LONGER SECONDARY 

Wiliiam H. Howard, Vice-President 
and Publicity Director of R. H. Macy & 
Company, Inc., recently said, “ 
For some curious reason most stores 
attach tremendous importance to news- 
paper advertising and secondary im- 
portance to display. They attach 
relatively more importance to windows 
than they do to interior display. I think 
this emphasis is wrong. ...I Jook to the 
day when both window and _ interior 
display can stand on their own feet as 
proved selling mediums, different from, 
but no less important than, newspaper 
advertising and other customer at- 
tracting devices.” And at the same 
time during the First Annual Visual 
Merchandising Council (note the 
“First’’?) conducted under the direction 
of the National Association of Display 
Industries at the Hotel Pennsylvania, 
the keynote was sounded in these lines, 
“«,. An entirely new dimension has been 
added to the problem (Display). You 
and I are going to have to outgrow the 
title of ‘Display Director’ and earn the 
title of ‘Visual Sales Manager’... . It re- 
quires that we convince the principals in 
our stores that display is a selling weapon 
just as tangible as newspaper advertising, 
that it asks to assume the responsibility 
for the movement of goods; and that 
checks and controls be set up to study its 
performance exactly the way newspaper 
advertising is studied by progressive 
stores.” 

Paul Hollister once said, ““A window 
display is a combination of a poster, a 
newspaper advertisement, a stage set, a 
speech and a scarf dance.” He might 
have added “. . . with a liberal sprinkling 
of the three R’s, ’reading, ’riting, and 
rithmetic.”’ 














American Fashion World Rejoices at 
Liberation of Paris 


BERNICE G. CHAMBERS 


Late reports indicate that the first Paris showings for 
American buyers are scheduled for January 1945, 
Small collections are already being shown to private 
customers and feature full skirts with large sleeves. 


Paris, “City of Light,”’ has stood as a 
symbol of freedom and liberty to the 
civilized world for centuries. That is 
why there were demonstrations in Mos- 
cow, parades and singing in the South 
American cities, and general jubilation 
here when the Allied armies marched in. 
“Paris is free and we are glad”’ was the 
theme on Seventh Avenue! 

As we go to press, the English designer, 
Captain Edward Molyneux, is making 
arrangements with heads of the Syndi- 
cale de la Couture in Paris for co- 
operative work on behalf of the British 
Department of Overseas Trade. At the 
latest report Lucien Lelong, Madam 
Jeanne Lanvin, and the House of Worth 
are conferring with him. Many French 
designers are stil. unheard from. Others 
are here in America. But it is hoped the 
great names of the Paris couture—Lan- 
vin, Chanel, Schiaparelli, Worth, Alix, 
Maggy Rouff, Marcel Rochas, and all the 
others—will soon be making the kind of 
costumes and accessories that have 
helped establish the prestige of Paris as 
an enchanted city for three centuries. 

Our own designers are grateful that the 
French capital is at last freed of the 
enemy, not only because they are hu- 
mane and kindly persons, but because of 
long and dear friendships with members 
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of the couture. They know that, as 
Louise Barnes Gallagher says, “Paris 
helped us and we helped Paris.” 

The brilliance of a truly great creative 
artist is not diminished by grateful 
acknowledgment to another master. 
American design has more than come of 
age. No one would question the engi- 
neer who is well informed concerning 
developments in his field nor the chemist 
who attends his conventions to hear the 
most recent practices. All the older 
professions are based on precedent— 
law, architecture, medicine. Even the 
United States Patent Office permits one 
inventor to make improvements on the 
works of another. 


POSITION OF ‘THE FRENCH COUTURE 


What of the future of the American 
designer? This is a question in the 
minds of many. Jn this atmosphere of 
gratitude and relief and with the dawning 
of the new freedom in Europe let the facts 
speak for themselves. 

The Parisian couture occupies a posi- 
tion unique in the history of world enter- 
prise. In France, the art of gracious 
living was practised as nowhere else in 
the world. Parisian businessmen and 
government officials fostered this art for 
the establishment and maintenance of an 











70 JOURNAL OF RETAILING 


elegant way of life. Occasions for the 
wearing of costly, distinctive costumes 
were provided throughout the year. 
The race tracks, fétes, gala festivals, art 
exhibitions, premiéres at the ballet, 
theater, and opera set the stage for those 
men and women who could afford and 
chose to be known as leaders of fashion. 
The Parisian dressmaker catered to the 
woman who made elegance a business. 
This customer had unlimited means and 
was willing to spend her time having her 
clothes fitted, her hair coifed, being seen 
at the right places, and arranging a busy 
social life. American heiresses were 
among those who lent their grace, 
beauty, popularity, and wealth to the 
luster of this picture. The same women 
in American cities soon find themselves 
engaged in social service, business, or 
politics. In America we do not have 
quite the right atmosphere for endless 
leisure. 

That American designers do have the 
skill and artistic genius necessary to 
create costumes in the Parisian manner is 
evidenced by the fact that specialty 
shops like Bergdorf-Goodman and Hattie 
Carnegie have maintained their own 
design rooms for many years before the 
present war. But they also sold French 
models in their salons in competition with 
their own original creations. 


THE PREWAR PRESTIGE OF IMPORTS 


Native-born artists in every field— 
musicians, painters, sculptors, as well as 
fashion designers—have suffered from 
our trait of snobbishness. The stamp of 
“import” seemed to us to have merit 
beyond anything that could be produced 
here. “A prophet is not without honour, 
save in his own country, and in his own 


house.” Many American-trained mu- 
sicians went to Europe to win acclaim 
before they could obtain recognition at 
home. Retailers, magazines, and news- 
paper editors were reluctant to use the 
names of American designers. Cus- 
tomers seemed to have the idea that 
American design was inferior to Parisian 
or English. This attitude has disap- 
peared. Designs are now judged on 
merit, not on geography. 


AMERICAN DESIGN FINALLY ACCEPTED 


“It seems to be a generally accepted 
fact that the strength of the American 
fashion design market is so well estab- 
lished throughout the world at the 
present time—a development that had 
been growing in power for many years 
before Paris was cut off, and that it has 
gained professionally, especially in the 
last few seasons—that style develop- 
ments here are of first importance to be 
watched,” writes Mrs. Winifred Ovitte, 
Fashion Editor of Women’s Wear Daily, 
in the September 15 issue. This shrewd, 
unbiased writer, through whose office 
flows fashion news from every country, is 
an observer of much experience. She 
is in constant touch with every develop- 
ment in the fashion industry, both retail 
and wholesale. 


COMPARISON OF AMERICAN AND FRENCH 
DESIGNERS 


Those who would compare the work 
of American and Parisian designers may 
well bear in mind the different conditions 
under which each works: The French 
designer made custom-made clothes only. 
While a few American designers make 
only custom-made costumes, most Amer- 
ican clothing is ready-to-wear. The 
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designer works at a disadvantage since 
she is restricted in price, type, and 
workmanship. 

American designers received inspira- 
tion from the collections of Parisian 
couturiers as the French designers receive 
inspiration from the countless historic 
costumes in their museums, from the 
native dress of East Indian potentates, 
African tribesmen, and Senegalese 
fighters. The inexpensive ready-to-wear 
dress is the American contribution to the 
fashion picture. Many American de- 
signers prefer to remain anonymous. 
They are well paid and are successful 
but they have their own social life and 
their own families and enjoy a degree of 
privacy. They are perfectly content 
that the reorders on their dresses attest 
to their ability. 

The New York Dress Institute has 
done a splendid service in acquainting 
American women through the fashion 
editors with the facts about New York 
designers. Women writers from all over 
the country are invited to review the 
collections of the New York houses each 
season. 
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PLACE FOR MANY FASHION CENTERS 


In a nation of more than one hundred 
and thirty million people there are 
markets for every kind of fashion goods. 
The names of Gabrielle Chanel, Madeline 
Vionnet, and Jeanne Lanvin became 
household words in America after World 
War I. In big and little shops now, 
customers ask for another Philip Man- 
gone coat, a Nettie Rosenstein dress, a 
Vera Maxwell costume, an Adrian suit. 

Paris will stage a comeback but we 
believe the American women who wear 
the distinctly American designs made 
for them will continue todoso. Margot 
Kopps McClintock, Clare Potter, Claire 
McCardell, Adele Simpson, Jo Copeland, 
Norman Norell, and a host of others will 
continue with the progress they have 
made. We voice the hopes of American 
retail executives that Parisian collections 
will be grand and gay again. 

We worked together in the past. Now 
that talented American designers are 
granted due recognition and honor 
where honor is due there is no fear in 
their hearts and they welcome back to 
the market the fine establishments of 
France. May all success attend them! 











Merchandising a New Unit of a Chain 


R. I. TrRupDEAU 


This factual account of how a great chain merchandises its units presents 
additional evidence that the chain’s greatest strength is in good manage- 
ment and attention to detail. 


Perhaps the best way to explain the 
merchandising and operating methods of 
the Whelan drug chain is to go through 
the motions of opening a new store. 

Before the lease on that store is signed, 
four or five separate estimated operating 
budgets are made up independently by 
the district manager, regional manager, 
soda division, real-estate department, 
and possibly the operating vice-presi- 
dent. These cover sales, gross margin, 
other income, payroll and other con- 
trollable expenses, occupancy overhead, 
and operating profit. We never forget 
that we are in business to produce a net 
profit. Fixture plans, counter layouts, 
opening advertising, and window-display 
plans are approved by the merchandise 
division and are available, at least in 
rough form, before the opening order is 
written by the man selected to manage 
the store. 

With his estimated operating budget, 
fixture layout plan, compulsory display 
instructions, advertising and window- 
display plans before him, the manager 
is in a position to anticipate the actual 
stock requirements of this store with a 
reasonable degree of accuracy. From 
experience, he knows how much staple 
merchandise will be needed in his basic 
inventory to do the amount of business 
budgeted. From his fixture layout plan, 
he will know how much goods he will 
need for display. His orders will be 
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written separately for merchandise sup- 
plied by the various merchandise divi- 
sions: tobacco products, pipes, candy, 
patents and drugs, drug sundries, toilet 
goods and cosmetics, general merchan- 
dise, soda and food. 

The manager will also place a separate 
order for stationery and general expense 
supplies and collaborate with a member 
of the display division in ordering various 
portable display fixtures, signs, card 
holders, and glass shelves. These orders 
will be submitted to his division manager 
for correction or approval. 

Regular depot stock. Ninety per cent 
of the merchandise will be ordered on a 
standard depot order form, covering all 
merchandise to be shipped from the New 
York depot located at the Bush Terminal 
in Brooklyn.! This form lists each item 
regularly stocked, has a column for the 
stock ordered, another for the stock 
actually shipped, and one for the unit 
of order. Release of the shipment will 
be timed to arrive when the fixture in- 
stallation and all construction work have 
been completed. In spite of the fact 
that there are some 250,000 items listed 
in the Red and Blue Book standard price 
lists, the 2,200-odd patent and_pro- 
prietary medicines stocked regularly in 
the New York depot will be sufficient 
to fill more than 90 per cent of the 
consumer demand for this type of mer- 


1 There is a subsidiary depot in San Francisco to supply 
the western stores. 
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chandise. The same rule applies in other 
divisions. 

The new store is watched very care- 
fully by both the central merchandising 
division and the depot to adjust its 
stock as quickly as possible to local 
demand. Even’ though _ established 
stores are permitted to order from the 
depot only biweekly,’ daily shipment 
will, if desirable, be made to the new 
store. 

Standard order book system. In addi- 
tion to using the standard depot order 
form, the new store will probably be re- 
quired to maintain a standard order 
book system of stock control. This is 
kept in a large majority of the drug 
stores and almost all the cigar stores. 
Major items—the fastest selling goods— 
are listed in these order books and 
ordered against a standard quantity 
planned to be on hand in the stores at 
all times. This standard is adjusted up 
or down to conform with seasonal 
fluctuations or the rise and fall of con- 
sumer demand. This system requires a 
physical inventory every order period. 
While it is a lot of work, it is almost 
foolproof. Where it is worked properly, 
overstock and unbalanced stock prob- 
lems disappear. Successive inventory 
results in stores where the system is 
properly worked show an almost un- 
believable uniformity in cost value of 
stock on hand. In cigar stores, where 
the number of items carried is relatively 
small, this system is easy to use. Ina 
large drug store, with its large range of 
stock, it is considerably more complex 
and requires a well-trained, dependable 
personnel among whom responsibility for 


2 Regular weekly rather than biweekly shipping sched- 
ules will be established after the war. 
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ordering merchandise of the various 
divisions can be delegated. 

Merchandise from outside sources. The 
balance of 10 per cent of the stock for the 
stores is ordered from outside sources 
other than the depot. Several different 
order forms are used. Certain staples 
that for various reasons are not carried 
in the warehouse, such as Whitman 
candy, are ordered on special forms and 
these orders are placed through the 
central buying offices. 

Other proprietaries, patents or cos- 
metics, which through strong local ad- 
vertising or a sudden wave of popularity 
have caught on with the public (before 
the merchandise division has been able 
to get the “feel” and decide whether or 
not to stock such merchandise in the 
depot), will also be ordered on this form. 
The orders will be placed with certain 
large service wholesalers by the central 
office. 

Until such merchandise is here to stay 
for a time, that is, until the turnover 
reaches the proper level, and until a 
sustained volume warrants warehousing 
with its usual 15 per cent or 16 } per cent 
of extra expense, the merchandise divi- 
sion is satisfied to have stores order in 
small quantities from jobbers and sell 
such goods at a shorter gross margin. 

Merchandise rarely called for, which 
would never be regularly stocked in our 
stores, or a rare drug or chemical needed 
for prescription use or to fill a special 
order, is ordered on an emergency order 
form. The original copy goes directly 
to the jobber or manufacturer from the 
store manager without approval of the 
merchandise division. (Quite frequently, 
the merchandise ordered on this form is 
picked up by messenger from the store. 
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It is not unusual for a store to make 
delivery to a customer of such merchan- 
dise within an hour after the customer 
has asked for it. This kind of service 
builds customer loyalty and increased 
patronage as no other method will. 
Store arrangement. When all of this 
merchandise from ail sources arrives in 
the new store, it will be carefully checked, 
priced, and, in some cases, dated. It 
will then be arranged in the stockroom 
and on the shelves and counters very 
closely in accordance with its sequence 
and classification on the depot order 
form. As a matter of fact, the line-up 
or arrangement of these items on these 
forms follows what twenty years of ex- 
perience indicates to be the ideal arrange- 
ment of stock in the store. This ideal 
arrangement is based entirely upon the 
objective of utmost seliing efficiency. 
Stock is arranged for the maximum speed 
in service and greatest convenience for 
the salesperson and the customer. The 
store stockroom, standard order book, 
price book, depot order form, depot stock 
arrangement itself, and the official inven- 
tory form all follow the standard store ar- 
rangement. Nondepot merchandise is 
quite naturally classified and stored in 
the most logical location in its alphabetic 
position with its particular type of goods. 
Displays. After the stock is all 
properly arranged, counter displays are 
installed in accordance with the plan 
that has been laid out beforehand. All 
compulsory displays are carefully 
checked. Certain cooperative display 
agreements between the chain and 
various manufacturers produce a con- 
siderable amount of extra revenue. The 
chain incurs definite obligations to dis- 
play certain goods in certain quantities 


in particular pusitions on the counters 
and insists that these obligations be met 
100 per cent in all stores. The com- 
pulsory arrangement of 5-cent candy 
counter display, for example, covers not 
only cooperative display merchandise 
but also the combination of merchandise 
that we have learned by experience will 
produce the maximum amount of net 
profit. Normally, this compulsory ar- 
rangement of merchandise is revised two 
or three times a year. 

After the stock is arranged on shelves, 
counters, and in the stockroom, after 
interior and window displays are com- 
plete, and after there has been a short 
but intensive last-minute training session 
with the store personnel, the new store is 
ready to open for business. The operat- 
ing force will carry on from there. 

Controlling stock. All merchandise re- 
ceived at the store from all sources is 
reported on a special receiving form 


_ that carries forward the total cost value 


of such merchandise for each weekly 
period. Using a previously estimated 
merchandise gross profit percentage 
(which averages about 33 per cent), the 
sales of the week are reduced to cost. 
This gives an approximate “‘open to buy” 
figure assuming a planned constant stock 
level. Unless sales are running far above 
estimate, a good store manager will keep 
the cost value of his orders within this 
“open to buy” limit. This will help him 
to check overbuying and keep his basic 
stock within the allotment established for 
the store. (The typical drug store in- 
ventory is about $18,000 at cost, with 
annual sales of $170,000.) Of course, 
if sales exceed the budget, the stock allot- 
ment figure will be “upped” com- 
mensurately, and if the actual merchan- 
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dise gross margin per cent, as shown by 
the first official inventory, varies from 
the estimated figure it, too, will be ad- 
justed upward or downward. Of course, 
if it is apparent that the gross margin 
return is much too low to be explained 
by a proportionately large amount of 
sales of lower than average gross margin 
goods, a careful cost and retail price 
audit will be made. If this audit reveals 
an actual shortage, further investigation 
is made until the cause is found and 
eliminated. 

Central office aid. Even before the 
new store is open for business, and con- 
tinuously thereafter, the regular daily 
home-office mail brings a continuous 
flow of instructions, notifications of new 
merchandise added to depot stock, and 
sales bulletins containing valuable infor- 
mation and help for building better dis- 
plays, increasing sales, and improving 
gross margin. Most of this information 
will come from the various merchandise 
division managers. Some will comefrom 
the advertising and display depart- 
ments. A special sales event will be 
covered by a bulletin from the sales- 
promotion division. Such special events 
will be covered in great detail and may 
require the placement of the order for 
the merchandise to back up the sale on a 
supplementary order form. 

This special order form is used to facili- 
tate ordering, buying, packing, and ship- 
ping without upsetting the regular 
routine. Such sales events are usually 
planned sufficiently in advance to enable 
the depot to make special arrangements 
to handle the extra heavy shipments. 

Quite frequently the store will receive 
a special order form asking the manager 
to anticipate a large part of his seasonal 
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requirements on such merchandise as 
suntan preparations, spring cleaning 
needs, school supplies, hay fever 
remedies, white shoe cleaners, and holi- 
day gift sets. This is done in advance of 
the season so that the store can be there 
“firstest with the mostest.” 

The central merchandise division. The 
merchandise division of the chain super- 
vising the store activities discussed is 
headed by a vice-president. Under him 
are division managers, one for each 
division listed earlier in this article. 
Under each division manager are buyers 
located in the central office and rebuyers 
located in the depot. The former handle 
new merchandise and direct store orders 
for other than depot stock; the latter 
handle the routine depot replacement 
orders. Normally, the New York depot 
carries stock of $2,500,000 and ships out 
$3,000,000 worth a month at cost. 

Each division manager constantly 
endeavors to outbuy, outsmart, and 
outmerchandise all competitors. Man- 
agement also encourages friendly intra- 
company rivalry between divisions. 
Each manager engages in an endless 
struggle for choice display space in the 
stores and for more sales effort and 
promotional support for his goods. 

The merchandise division manager is 
responsible not only for buying goods. 
His responsibility ceases only when the 
merchandise he has bought has been 
sold at a satisfactory profit. It follows 
that he must see that his goods are prop- 
erly merchandised in the store. His 
concept of good merchandising is to 
“have the right merchandise of superior 
quality, at the right price, displayed on 
the proper equipment, in the proper 
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manner and quantity at the right time in 
the right place in the store.” 

Buying procedure. The buying pro- 
cedure followed in the central office is as 
follows: Every person who comes into 
the chain’s central buying office with 
something to sell is greeted cordially by 
one of the receptionists and promptly 
referred to the division that would 
normally handle the merchandise he has 
to offer. As quickly as possible, gener- 
ally within five or ten minutes, this man 
with something to sell is interviewed by 
the division manager, a buyer, or as- 
sistant buyer. If his merchandise is 
considered desirable, that is, if the sales 
possibilities look good, if the gross margin 
is satisfactory (at or above the division 
average), and if the source is considered 
reliable and good, complete buying in- 
formation is obtained. 

The merchandise is considered care- 
fully within the division. If, after very 
careful study and analysis, it still seems 
to be a desirable item, it is presented by 
the buyer or division manager at the 
next regularly scheduled merchandise 
committee meeting. This is attended by 
all division managers, some buyers, and 
members of the operating division. It 
is presided over by the vice-president in 
charge of merchandising or his assistant. 
At this meeting, it is decided whether the 
merchandise is to be bought and how it is 
to be distributed to the stores. 

The article may be made a regular 
depot stock item immediately. Stores 
are then advised of its availability and 
‘furnished with complete information 
covering cost, retail price, and strong 
selling points. If it is a red-hot item, 
blanket shipments of initial nominal 
quantities may be made to all stores. 


On the other hand, the item may fit in 
only as a special sale feature. If it looks 
too good to pass up completely but thete 
is some question about how it will fit 
into stores’ stocks or just how well it will 
sell, it may be decided to test the sale of 
the item in a few selected stores. 

Checking new items. No matter how 
the item is handled, the movement is 
checked very carefully for a period of 
time. After this check, it becomes either 
a depot staple stock item, a restricted 
store item available only to selected 
stores, or it is discontinued completely. 

In normal times about four out of 
every hundred items inspected are 
actually bought. About one or one and 
a half of these items become regular stock 
numbers and six months later are still 
moving at a satisfactory volume at a 
satisfactory profit. If a reasonable rate 
of sale is not maintained, the article is 
eliminated from the depot stock. 

The division managers must be con- 
stantly on the alert to see that they do 
not miss one or two “hot-shots’’ out of 
every hundred items that come into their 
buying office. They get out into the 
markets as frequently as possible, and 
they watch competitors very closely. 
The store personnel functions as market 
scouts and they are encouraged to send 
in samples of merchandise that they 
think will sell well. The division mana- 
gers aim to supply their stores with 
the right merchandise. They try to help 
them in every way possible to sell these 
goods at a profit, all of which would not 
amount to a row of pins if the chain did 
not have the right personnel in the stores 
to do the actual selling. But that is 
another story involving operations, not 
merchandising. 
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The Compliance Bureau in the 
Department Store 


SYLVIA S. JAFFE 


Ever since the OPA, the WPB, the FRB, and other Government agencies 
have undertaken to regulate retailing practices, the department and spec- 
ialty stores have had to develop some method to collect, analyze, discrimi- 


nate, and follow up the various regulations. 


For this purpose, a compli- 


ance bureau has been set up by many. 


Since there is little information 
generally available as to the place of the 
compliance bureau in the store and as to 
how it operates, this study has been 
made. Questionnaires were distributed 
to retail organizations all over the 
country in order to determine the facts 
and possibly to make recommendations. 

Many department stores, several 
specialty stores, and a few chains are 
included in this survey. Out of 246 
questionnaires sent out, 61 were re- 
turned. The majority of stores, 41 out 
of 61, have set up special compliance 
bureaus to interpret and help enforce 
Government regulations; but there are 
still a few who regard this task as an easy 
one and, as one store put it, “A 
bookkeeper attends to compliance by 
constantly reading up on it.” Other ex- 
ecutives sometimes responsible for inter- 
pretation include the comptroller and the 
general manager. 


ORGANIZATION OF BUREAU 


The bureau takes on various titles in 
the different stores, the most common 
being: ‘Compliance Bureau,” “OPA 
Office,” “‘Price Control Division,” ‘‘Gov- 
ernment Regulations Department,” and 
“Research Office.” 
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The majority of these bureaus were 
organized on or about May 1942. In 
stores failing to set up bureaus, the func- 
tion of compliance was incorporated into 
some department already in existence— 
such as the stock-control department, 
general merchandise office, or research 
division. 

In answer to the query to whom or to 
what division the bureau reports, the 
stores’ replies were as follows: comp- 
troller (17 stores), general merchandise 
manager (9 stores), directly under presi- 
dent (7 stores), research director (7 
stores), and in the remaining stores the 
bureau reported to a combination of 
these executives. 


COMPLIANCE BUREAU PERSONNEL 


In most instances, the head of the 
compliance bureau has a legal, account- 
ing, or merchandising background: law 
11, accounting and auditing 10, econom- 
ics and government regulations 5, and 
the remaining ones have varied experi- 
ence. As one department head frankly 
admitted, ‘“‘when OPA came along, I was 
just thrown into it not knowing what it 
was all about.” 

The number of people employed in this 
bureau averages from two to four full- 
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time workers. However, the figures 
ranged from one part-time person to a 
staff of fifteen full-time plus two part- 
time workers. 


SCOPE OF BUREAU RESPONSIBILITIES 


The various Government regulations 
that retail stores have to observe com- 
prise the following: 


OPA —Price regulations 
Rationing regulations 
WPB—Limitation orders 
Priorities and allocations 
Advertising policy 
Anti-Trust regulations 
FRB—Credit regulations 
NWLB and Treasury wage regulations 
WMC—Enployment regulations 


In 24 stores, the compliance bureau is 
responsible for interpretation of the OPA 
price and rationing regulations and WPB 
limitation orders, priorities, and alloca- 
tions. In 9 other stores, in addition to 
those regulations just mentioned, the 
bureau also handles the WPB advertising 
policy. With the exception of one store, 
whose bureau handles OPA regulations 
only, the other seven stores’ compliance 
bureaus claim to be responsible for all 
Government regulations, including OPA, 
WPB, Anti-Trust, FRB, NWLB, Na- 
tional and State labor rulings, and WMC. 

Regulations commonly handled by 
other than the compliance bureau are: 


Office Responsible 
Regulations (in order of importance) 
WPB advertising policy 1. Advertising office 
. Publicity office 


nN 


FRB credit regulations 1. Credit office 
2. Cormptroller’s office 


NWLB and Treasury 1. Personnel department 
wage regulations 2. Superintendent’s or store 
manager’s office 
. Treasurer’s office 


wow 


WMC employment regu- 1. Personnel department or 
lations employment department 

. Superintendent’s or store 
manager’s office 


nN 


Comptroller’s office 
Treasurer’s office 

. Office of president 

. Vice-president’s and treas- 
urer’s office 


Anti-Trust regulations 


on = 


National and State 1. Personnel department 
Labor-Relations Board 2. Superintendent’s or store 
rulings manager’s office 

. Vice-president’s and treas- 

urer’s office 


w 


SOURCES OF INFORMATION 


The chief sources of information 
tapped by the stores’ compliance bureaus 
were the following: 


No. of 
Stores 
Using Each 
Source Source Address 
41 Women’s Wear Daily Fairchild Publications 


8 East 13 Street 
New York 3, N. Y. 


Superintendent of 
Documents 

Government Printing 
Office 

Washington, D. C. 


28 Federal Register 


17. The Journal of Com- 63 Park Row 
merce New York 7, N. Y. 


15  N.R.D.G.A. Bulletins The National Retail 
Dry Goods Associ- 
ation 

101 West 31 Street 
New York 1, N. Y. 


11 Pike & Fischer’s OPA Matthew Bender & 
Service Co., Inc. 
149 Broadway 
New York 6, N. Y. 
or 
109 State Street 
Albany, N. Y. 


10 Commerce Clearing Empire State Building 
House 350 Fifth Avenue 
New York 1, N. Y. 


70 Fifth Avenue 
New York 11, N. Y. 


10 Prentice-Hall, Inc. 
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OPA, WPB Bulletins 


American Retail Fed- 
eration 


Bulletins of State As- 
sociations 

Trade Bulletins 

The Kiplinger Wash- 
ington Agency 

Labor Relations In- 
stitute 


Bureau of National 
Affairs, Inc. 
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Washington Depart- 
ment of Information 
OPA 

Washington, D. C. 


1627 K Street, N.W. 
Washington, D. C. 


State Department 
within individual 
States 

Trade associations 

National Press Build- 
ing 

Washington 4, D. C. 


1776 Broadway 
New York 19, N. Y. 


1239—24th Street, N.W. 
Washington, D. C. 





2 Lawyers Cooperative 30 Broad Street 
Publishing Company New York 4, N. Y. 


In_ addition, many compliance 
directors have direct contact with Gov- 
ernment officials responsible for both 
policy and enforcement. As one re- 
search director wrote, “I work closely 
with various divisional heads of the 
OPA and WPB. It is, therefore, 
possible to discuss problems of interpre- 
tation, personally, in a frank manner and 
great cooperation is obtained.” 


INTERPRETATION OF REGULATIONS 


Information on regulations is generally 
disseminated by having mimeographed 
or typed summaries prepared for the 
buyers and others involved. ‘These sum- 
maries are sometimes digests of the regu- 
lation and at other times the regulation 
verbatim with pertinent facts under- 
scored. The latter seems to be the less 
desirable method. The importance of 
summaries (digests of the law—broken 
down into simple English) can best be 
appreciated by the following statement 
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a store executive made: “We have all 
the information needed but it is not in a 
form easily understood by the average 
buyer.” A geod many stores (36), 
combine the typed summary method 
with store meetings for buyers at which 
orders are discussed collectively. In all 
cases (41), members of compliance 
bureaus have individual conferences with 
buyers. The individual conference is 
found to be preferable since each buyer 
gets a personal explanation of the inter- 
pretation and is free to ask questions 
when in doubt. 

The digests usually reach the buyers 
directly from the compliance bureau 
(36), but in some instances they are re- 
ported by the compliance bureau to the 
merchandise manager, who, in turn, ad- 
vises the buyers. Six stores use both 
methods. In 3 stores, the comptroller 
relays the information to the buyers. 

Enforcement. Responsibility to en- 
sure adherence to regulations was re- 
ported by only 9 stores to be the sole 
responsibility of the compliance bureau. 
In 18 stores, the bureau shared the re- 
sponsibility with others, such as buyers, 
merchandise manager, and comptroller. 
And in some instances the bureau was 
regarded simply as a source of informa- 
tion and not as a policing agency. One 
store reports that, while the buyers are 
ultimately responsible for compliance, 
the bureau has a checker who spot- 
checks a few departments each day for 
compliance with pricing regulations. 

Cost. As a percentage of store-wide 
sales, the approximate cost of compliance 
varies from .0005 per cent to .2 per cent. 
One store stated that the greatest cost 
is due to the fact that executive heads 
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have to spend too much time on com- 
pliance instead of constructive work. 
‘Chain set-up. The usual chain-store 
plan seems to be to have a central 
bureau to analyze, interpret, and dis- 
tribute typed or mimeographed sum- 
maries to its stores, leaving enforce- 
ment to store managers and supervisors. 
An ownership group has a bureau in each 
store that is aided by the compliance 
director of the largest and dominant 
store in the group. 

Duration. Most stores regard the 
compliance bureau as a temporary war 
feature and yet there are those who are 
sure that it will become permanent, 
assuming the regulatory burden of post- 
war including: excise tax, definitions of 
law, advertising copy for correct informa- 
tion to customer, and for price or markup 
control in some form. The compliance 
bureau is thus regarded by some as being 
the established liaison between store and 
Government agencies. 

There is little doubt that in the years 
to come there will be more regulation 
than there was in the prewar era. A 
store needs more than an attorney to call 
upon in time of trouble. ¢ 

It may be suggested, therefore, that 
not only should the compliance bureau 
continue to gather, interpret, and dis- 
seminate information on Government 
regulations but also that it should have 
a definite responsibility for check-up. 
This bureau can check on regulations 
even as the comparison office does on 
price. It may be further suggested that 
the compliance bureau report to a top 
store executive (general manager or 
president) as to its findings on whether 
or not buyers and others are observing 


the regulations. This does not mean 
that the compliance bureau should en- 
force regulations or dictate to the 
buyers but rather that it should act as an 
arm within the general manager’s office 
to inform him so that he may properly 
demand compliance. In this way, the 
compliance bureau can act as the 
permanent liaison between the store and 
Government agencies. 





Merchandise Shortages as 
Reported by Consumers 


Field workers of the United States 
Bureau of Census interviewed 4,732 
families in March 1944 to determine (1) 
the quantity of 75 textile items they had 
purchased or attempted to purchase, and 
(2) the opinion of these families in regard 
to quality and price. The results have 
been published by the Office of Civilian 
Requirements of the War Production 
Board and entitled Consumer Demand 
and Purchases of 75 Clothing and Textile 
Items. 

On an average, shortages of these items 
were found to be 15 per cent of the poten- 
tial demand, with the following six top 
ranking shortages (30 per cent or more of 
demand): 

Wide sheeting 

House dresses up to $1.59 
Denim overalls, boys 7-15 
Sheets 

Infants’ full-length stockings 
Infants’ training pants 


But shortages were most frequent in 
the case of children’s clothing, and ina- 
bility to buy underwear items caused 
the most real hardship. 

(Continued on page 90) 
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A Note on Nylon’s Postwar Market 


Louis BADER 


A consumer survey in New York shows the wide acceptance already en- 
joyed by nylon. 


A group of students, under the direc- 
tion of the author, prepared a question- 
naire designed to indicate the postwar 
market for nylon. It was used to inter- 
view people in and around New York 
‘City. Some of those interviewed were 
students at New York University and 
the others were housewives visited in 
their homes, but selected at random. 

The number interviewed totaled over 
500 of which 483 were usable interviews. 
Of these, 128 were over 40 years old and 
327 ranged between 16 years and 39 
years and the rest gave no age. Con- 
sidering the short time nylon had been on 
the market, it is surprising how many 
had purchased and used it. Table 1 
shows that 415 or 86 per cent had used 
nylon. 


TABLE 1 
EXTENT OF NYLON USE BY AGE GROUPS 
Yes No 
Under 40 years 302 25 
Over 40 years 90 33 
No age stated 23 5 
Total 415 68 


To be sure, the use was largely in the 
form of hosiery, although a considerable 
number reported having used nylon in 
the form of slips, brassieres, hair and 
tooth brushes, and a much smaller 
number had used it in other forms. 

Since nylon may be formed into many 
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different articles, a list of these was 
included in the questionnaire and many 
of those interviewed, even some of those 
who had not used it before, thought they 
might try nylon shoes, window screens, 
pocketbooks, pleated skirts, gloves, 
blouses, crush-resistant velvets, and 
other forms of lingerie as well as those 
listed above. 


OBJECTIONS TO NYLON 


Since those who have used nylon are 
thoroughly sold dn it, we might inquire 
why the “noes” did not use it. Not all 
of them indicated their reasons but those 
who did stated the following: price too 
high, 33; thought it harmful, 8; adverse 
comments of friends, 6; scarcity, 6; and 
never heard of it, 5. Apparently the 
price factor was the principal deterrent. 
That this was probably the case is further 
borne out by the type of home occupied 
or income received. Of those who had 
not used nylon 38 were reported as 
living in “C” homes and 5 in “D” 
homes and only 15 in “B” homes with 
none in “A” homes. Since nearly 75 
per cent of those not using nylon were in 
the lower income groups, price was 
probably an important factor in their 
failure to buy or to be interested. 

Those who had used nylon and re- 
ported by type of home came from the 
following category of homes: 
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“A” homes 73 
“B” homes 160 233 
“C” homes 105 
“D” homes 12 117 


That is, two thirds of the users came from 
the “A” and “B” or high income types 
of homes. 

Nylon, in terms of hosiery, made a 
universal appeal to our women and 
probably would have been even more 
widely used had the price been some- 
what lower. 


weighted result, first choice was given a 
weight of three, second of two, and the 
third of one. The tables speak for 
themselves. The unweighted choice 
shows nylon in the lead on a 3}-to-1 
basis as against silk and on a 30-to-1 
basis as to rayon. When weighted, the 
advantage is not nearly so great com- 
pared with silk but rayon runs a poor 
third in either case. 

This preference for nylon is based on 
respondents’ experience, which has been 
largely with hosiery. 


TABLE 2 
PREFERENCE RATINGS OF THE VARIOUS FIBERS BY AGE GROUPS 


Nylon 
16-39 Over 40 All 


Ratings 

Firsts 238 63 301 

Seconds 64 23 87 

Thirds 2 3 5 
Totals 304 89 393 


REASONS FOR NYLON’S APPEAL 


Why did nylon have such a wide 
appeal? Those who used it were almost 
unanimous in saying they liked it because 
it wore well, it was easy to wash, no 
ironing was necessary, and in appearance 
it was handsome. A very few had com- 
plaints to make. These few thought 
nylon was cold and felt clammy when 
worn and some were allergic to it. Alto- 
gether those who had complaints to make 
about it were less than three per cent. 

Those who had used nylon were finally 
asked how they rated nylon relative to 
silk and rayon. They gave first place to 
their preference, second place to next 
most desired, and third to their least 
preferred fiber. The results are shown 
in tables 2 and 3. In arriving at the 


Silk Rayon 
16-39 Over 40 All 16-39 Over 40 All 


62 26 88 5 0 5 
232 * 6€ 292 13 7 20 
10 3 13 286 82 368 
304 89 393 304 89 = 393 


It is believed by the author that the 
above data are true for metropolitan areas 
inthe United States. If thisisso, then we 
can say that most women in such areas 
prefer nylon for hosiery and may later 
prefer it for lingerie, dresses, pleated 
skirts, sweaters, coats, gloves, certain 
types of dress shoes, and pocketbooks. 
It is inconceivable that rayon manu- 
facturers will surrender to nylon and 
similar fibers. They will fight with 
improved products for the market. 


TABLE 3 


WEIGHTED PREFERENCE RATINGS OF THE VARIOUS 
FIBERS BY AGE GROUPS 
164039 Over 40 


Group years years Total 
Nylon 844 238 1,082 
Silk 660 201 861 
Rayon 326 96 422 
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Shifts in the Relative Importance of 
Merchandise Lines 


Joun W. WINGATE 


A clue as to the merchandise lines that are destined to enjoy the greatest 
relative postwar prosperity may be gleaned from their prewar performance. 


The Committee on Economic Develop- 
ment has collected data on 40 lines of 
consumer’s goods, covering value of 
output from 1929 to 1941. The tables 
below have been prepared from this 
data by expressing the volume in each 
alternate year as a percentage of the 1929 
volume. Since these figures are not 
distorted by wartime scarcity, they re- 
veal past shifts in customer demand that 
may very well continue into the postwar 
period. 

The first table inciudes all of the 42 
lines that have shown greater growth 
than retail trade as a whole. It is 
noteworthy that the more spectacular 
increases have occurred in the general 
field of utilitarian household equipment. 
The more decorative lines of home 
furnishings have not fared as _ well. 
Witness the situation in the furniture 
industry, as presented in table 2. 

In view of the fact that the most severe 
wartime shortages have been in the field 
of home appliances, there is good reason 
to believe that a great boom may be 
expected in these lines—and one that 
will continue for some time. 

The strength of demand established 
for drugs and surgical apparatus prob- 
ably reveals the increased public 
consciousness of the importance of health 
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and perhaps an undue dependence upon 
pills to provide it. While there may be 
too much self-medication and doping 
with such things as vitamin preparations, 
there is likely to be a continued demand 
for medicines that counteract perhaps 
some of the unnatural methods of modern 
living. 

While automobiles in 1941 had not 
regained their 1929 output, replacement 
parts and fuel have gained relatively over 
the years. With the great wartime 
shortages in cars, the automobile may for 
a few years hit all-time highs in sales, but 
the relatively poor showing before the 
war would indicate that the long-time 
outlook for the car is not so bright. We 
may be on the threshold of new modes of 
transportation. 

Clothing, shoes, and dry goods—the 
backbone of the general merchandise 
stores—hardly held their own in the 
prewar era, nor do there now exist 
major shortages in these lines. It would 
seem that some of the basically soft-lines 
stores will be wise to expand their hard 
lines and adjust themselves to changes 
in customer demand rather than fight 
against them. 

The recent move of the Macy and May 
department-store organizations would 
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TABLE 1 
MERCHANDISE LINES THAT HAVE SHOWN GREATER THAN AVERAGE PREWAR INCREASES 


(1929 volume in each line = 100) 
Drugs & Ophthalmic, — Refrigerators, 
a 


Household Surgical Washing 
Gross Nat. Total Retail Medical Apparatus, Cooking and Sewing 
Years Product Trade Food Supplies etc. Apparatus Machines 
1929 100 100 100 100 100 100 100 
1931 73 76 80 92 83 67 78 
1933 55 56 63 74 73 40 63 
1935 71 73 83 84 91 7z 87 
1937 88 88 98 99 108 102 131 
1939 89 88 96 112 119 95 102 
1941 120 114 122 142 149 178 170 
Household 
Electrical and China, Glass- Cleaning & Misc. Durable Semidurabie Light, and 
Other Household ware, Table- Polishing Home Furnish- Home Heat 
Years Appliances ware, Utensils Preparations ings Furnishings Products 
1929 100 100 100 100 100 100 
1931 86 85 91 77 75 103 
1933 42 52 70 41 55 101 
1935 96 72 79 54 88 123 
1937 120 87 107 70 120 197 
1939 135 92 124 90 124 219 
1941 180 135 134 124 165 303 


. 


Wheel Goods, Durable 


Passenger-Car Fuel for Passenger Toys, Sporting Watches and 
Years Placement Paris Cars Equipment Clocks 
1929 100 100 100 100 
1931 116 80 82 71 
1933 88 67 52 35 
1935 127 78 68 54 
1937 177 94 94 99 
1939 147 98 108 95 
1941 207 118 141 144 
TABLE 2 


IMPORTANT MERCHANDISE LINES THAT HAVE SHOWN LESS THAN AVERAGE PROGRESS 
Clothing Shoes and 


Total Retail and Other Dry Goods Household Passenger 

Year Trade Accessories Footwear and Notions Furniture Cars Cigars 
1929 100 100 100 100 100 100 100 
1931 76 75 71 70 65 51 94 
1933 56 51 57 51 29 28 70 
1935 73 67 62 59 $2 61 74 
1937 88 76 74 69 78 80 92 
1939 88 78 71 60 75 61 89 


1941 114 103 90 71 100 — 90 107 
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seem to be a step in this direction. They 
have organized Afhliated Retailers, Inc., 
for the purpose of cooperative develop- 
ment, buying, and promotion of mer- 
chandise in both durable and soft goods. 
But the selection as head of Howard B. 
Barber, former division manager of 
major appliances at Montgomery Ward 
and Company, would indicate that hard 


Department-Store 


The Harvard figures of department 
stores: show the following major com- 
parisons of 1943 with 1942: 


1. The initial markup, reductions, and gross 
margin remained virtually unchanged, but... . 

2. Expenses were down about 2} per cent, 
due to a 16 per cent increase in dollar sales and 
only a 10 per cent increase in transactions. 
Returns and allowances were also down, con- 
tributing to the favorable expense picture. 
Also, sales per employee were over $9,000, a 
considerable increase over former years. 

3. Operating profits were up, approximately 
by the per cent of decline in expenses but... . 

4. Other income vas down, resulting in.... 

5. A net gain before Federal increase taxes 
of 11.4 per cent, which is 1.7 per cent ahead of 
1942, but taxes were higher, and.... 

6. The net gain after taxes was only 3.7 per 
cent, approximately the same as the year before. 

7. Of course, since sales were up, the final net 
profit was higher in dollars by about 16 per cent. 


BIG DEPARTMENT-STORE SHOWING 


The 1943 report contains a special 
analysis of large department stores. 
Until recently, all stores doing over $20 
million were grouped in one classification. 
But this has been broken down into two 
groups: (1) sales $20-30 million and (2) 

1 Operating Results of Depariment and Specialty Stores 


in 1943. Boston: Harvard Bureau of Business Research, 
August 1944. 
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lines_ will receive special attention. 
These two organizations have combined 
sales value of about $350,000,000 a year 
and will represent the second largest 
buying power in the department-store 
field, next to the AMC group. Of 
course, variety and junior department- 
store chains such as Woolworth, Sears, 
and Penney have a larger volume. 


Results in 1943 


sales over $30 million. The second group 
shows less favorable relative results from 
nearly every point of view. 

It has a lower initial markup, higher 
reductions, a gross margin 2 per cent 
lower, expense nearly 2 per cent higher, 
and resultant operating profits nearly 4 
per cent lower. The high expense rate 
is caused primarily by high rental and 
advertising expenses. Nor do the very 
large stores show any higher stock turn- 
over. Again, they did not enjoy as large 
an increase in sales volume. Thus, 
stores of over $30 million are suffering 
either from the disease elephantiasis or are 
saddled with unfavorable location prob- 
lems. Their lower margin is explainable 
in view of the popular nature of their 
merchandise, but their high expense rate 
indicates either a lack of efficiency or a 
big city ailment. The latter is probably 
the correct explanation. It is costing 
too much to do business in the downtown 
areas of the great cities. All of which 
will probably hasten the opening of 
branch stores in the postwar period. 


TRENDS BY MERCHANDISE DIVISIONS 


The current report, when compared 
with those of former years, reveals the 
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GENERAL AVERAGES FOR DEPARTMENT STORES: 1937-1943 























Items 1937 1938 1939 1940 1941 1942 1943 
Year-to-year change in 104.4 92.9 105.4 106.4 117.4 112.4 116.3 
sales 
Gross margin 36.4% 36.4% 36.9% 36.95% 38.2% 38.7% 38.4% 
Total expense 36.0% 37.4% 36.4% 35.7% 34.3% 32.05% 29.4% 
Net profit or loss 0.4% L.1.0% 0.5% 1.25% 3.9% 6.65% 9.0% 
Net other income 3.5 3.6 339 3.5 3.4 3.1 2.4 
Net gain or loss before 3.9% 2.6% 4.0% 4.75% 7.3% 9.75% 11.4% 
Federal tax on income 
Federal tax on income 0.65 0.45 0.65 1 3.2 6.1 | 
and excess profits 
Net gain or loss after 3.25% 2.15% 3.35% 3.65% 4.1% 3.65% 3.7% 
Federal tax on income 
and excess profits 
changes that have taken place in the department stores, perhaps because 


sales by merchandise lines. The per- 
centages in each line, in the case of de- 
partment stores with over $20 million 
volume, are as follows: 


women are the chief purchasers. Base- 
ment stores have suffered somewhat, due 
partially to upper price-line limitations. 


CONTROLLERS’ CONGRESS REPORT 


Merchandise 
Lines, Main The Controllers’ Congress report? for 
Depts. 1938 1939 1940 1941 1942 1943 1943 throws light on departmental per- 


Piece goods 6.6 64 64 6.3 6.5 7.2 

Smallwares 13.9 13.8 14.8 12.7 12.0 13.3 

Ready-to-wear 13.9 15.0 15.3 16.4 17.0 20.3 

Ready-to-wear 21.1 19.6 18.1 18.7 20.5 21.0 
accessories 

Men’sandboys’ 11.3 11.7 11.4 11.5 11.5 10.2 
wear 

House furnish- 23.7 24.8 26.0 25.0 23.0 18.0 


ings 
Regular cost 3.5 3.2 3.0 3.3 3.5 3.5 
departments 


Miscellaneous 6.0 5.5 5.0 6.1 60 6.5 





Total 100.0 100.0 100.0 100.0 100.0 100.0 
Basement* 20.0 19.0 20.0 17.0 18.0 17.8 
Leased depart- 1.5 1.4 1.7 1.5 1.5 2.3 

ments? 


® Per cent of total store sales in owned departments. 
> Per cent of total store sales including leased depart- 


ments. 


The outstanding changes are the de- 
cline in home furnishings and the rise in 
ready-to-wear, trends that may both be 
reversed after the war. Men’s wear 
business has held up remarkably well in 


formance. 

Sales increased 17 per cent over 1942 
and the average sale rose 5 per cent over 
1942 and 36 per cent over 1939. 

With the expense ratios generally 
down, large profits were made, with cor- 
sets as usual at the top of the list, with 
jewelry and laces a close second and 
third. 

The general good results outlined 
above cannot be attributed to improved 
management but to a war situation of (1) 
great demand, (2) scarce supply, and (3) 
willingness of the customer to forego the 
normal facilitating services of the retailer. 
The immediate postwar period may show 
very different results. 

21943 Departmental and Operating Results. New 


York: Controllers’ Congress, National Retail Dry Goods 
Association. 
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What Do You Know About Merchandising Figure 


Relationships? 


Determine whether each of the statements below is “True” or ‘‘False.”” Circle the correct answer to each 
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statement. See page 94 for correct answers. 
A trade discount of “less 30, less 20 per cent” is equivalent to a 50 per cent discount from 
list. 
Terms of 1/10-60 extra are generally better than terms of 3/10 net 30. 
Net sales less cost of sales adjusted for cash discounts earned and workroom costs equals 
gross margin. 
If the initial markup is 40 per cent and reduction (markdowns and shortages) 10 per cent, 
the maintained markup is 34 per cent. 
Charging interest as expense on the merchandise investment reduces a store’s net profit 
figure. 
Net operating loss minus total expense equals gross margin. 
The repayment of borrowed money is always considered as an expense against current 
business. 
“Depreciation” is always considered as an expense against current business. 
Rate of turnover is determined by dividing the total cost of your inventory into your total 
sales. 
Failure of stores to notify the office of “markdowns” taken will result in a “shortage.” 
If sales this year are 300 per cent ahead of last year, they are 3 times as great. 
When the opening inventory is subtracted from the sum of the planned sales and planned 
closing inventory, the difference is the open-to-buy for the month. 
If the initial markup is understated (by retailing invoices less than the corresponding 
goods), the profits tend to be overstated. 
If there is marked-down goods in the closing inventory, the retail method values the in- 
ventory at a depreciated cost. 
Price reductions should not be subtracted from the sum of opening retail inventory plus 
retail purchases before the retail is divided into the cost to find the complement of the 
markup for the period. 
A markup on retail of 50 per cent is equivalent to a rnarkup on cost of 334 per cent. 
If expenses are 15 per cent and the profit goal 5 per cent, goods need be marked up only 
20 per cent of retail. 
The markup for a store may be found by adding together the markups of the various de- 
partments and dividing by their number. 
Markdowns taken tend to increase the open-to-buy. 
In busy months, the turnover should normally be higher than in dull months. 
As sales increase, the expense ratio should normally decrease. 
As sales decrease 20 per cent, profits would normally decrease more than 20 per cent. 
If the closing inventory is undervalued at the end of February, the profits for March will 
tend to be overstated. 
If the goods in the closing inventory have a higher markup than the average for the period, 
the profits for the period are overstated. 
The dollar and cents jumps between price lines should be approximately the same. 
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Teachers? Section 


Distributive Education in West 
Virginia, Including Postwar 
Plans 


Stuart J. HiGGINBOTHAM 


Here is an up-to-date account of what one State is doing to train both 
high-school youth and adults for retailing. 


GEORGE-DEEN ACT 


While the Smith-Hughes Act passed 
by Congress in 1917 provided Federal 
aid for vocational training to those en- 
gaged in the production of goods, up 
until 1936, practically nothing had been 
done by the Federal Government to pro- 
vide any vocational education or training 
for those engaged in the field of distri- 
bution. 

The George-Deen Act, passed by Con- 
gress in 1936, became effective July 
1, 1937. It provided approximately 
$1,200,000 annually to be used to encour- 
age and promote the new vocational field 
of distributive education and to be 
matched by State and local funds. The 
money was to be divided among the 
States and territories in proportion to 
their population and provide for voca- 
tional training for those engaged in 
distributive occupations. Distributive 
occupations, in this sense of the word, 
included those occupations pertaining to 
the selling of merchandise or services. 

Not only was the Act important from 
the standpoint of keeping distribution 
apace with production but the most out- 
standing argument in favor of it was 
evinced by a survey of high-school gradu- 


ates made by the United States Office of 
Education. This survey showed that of 
the 750,000 annual high-school gradu- 
ates, approximately 33} per cent or 
250,000 of them were going into distribu- 
tive occupations within two years of 
graduation. Of this 250,000, less than 
one per cent had had any retailing sub- 
jects that would help them in their work. 
Many of these graduates fail to make 
good and drop out of retailing early due 
to their lack of training for the work. 


HIGH-SCHOOL PROGRAM 


West Virginia has successfully pro- 
moted two types of distributive educa- 
tion programs under the George-Deen 
Act; namely, the Part Time Cooperative 
High School and the Evening Adult Ex- 
tension Programs. The greater part of 
available funds has been used for the 
high-school program since it was believed 
it would produce better results. The 
high-school work was originally set up 
on a thirteenth-year level but due to war 
conditions it was necessary to resort to 
the twelfth grade. As soon as expedient 
after the war the program will revert to 
the thirteenth-year level. 

The original and main purpose of the 
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high-school program was to shorten the 
gap between high-school graduation and 
full-time remunerative employment for 
those students not expecting to go on 
to college. Throough careful selectivity 
those who in all probability would drift 
eventually into the distributive field 
were enrolled in the sales class. It also 
proved to be an excellent preparatory 
course for those students planning to go 
to college for such majors as marketing, 
salesmanship, personnel work, advertis- 
ing, and commercial art. Many seniors 
who would have had to drop out of school 
to help support their families were able 
to earn a substantial sum. Quite a few 
students from the sales class who thought 
they would be financially unable to at- 
tend college found, with their savings and 
resultant ability to secure remunerative 
part-time jobs in college towns, they 
could pursue their higher education. 


COOPERATIVE WORK 


In organizing a part-time cooperative 
class, it is necessary for the high school to 
be sufficiently large to enable the selec- 
tion of from twenty to thirty students 
falling in the category mentioned in the 
previous paragraph. It is also necessary 
that the city or town have sufficient 
stores, wholesale houses, and service 
stations to provide part-time jobs for the 
cooperative training. A substantial part 
of the cooperative teacher’s salary is paid 
from State and Federal funds. The 
teacher-coordinator must have had ac- 
tual sales experience and be a graduate of 
an accredited university or college as well 
as meet the other conditions as set forth 
in the State Plan for Distributive Educa- 
tion. The students comprising the class 
are selected by the principal, assistant 
principal, guidance director, homeroom 
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teacher, the teacher-coordinator, and the 
cooperating merchants. 

This class of students or trainees at- 
tends school an average of 15 hours 
weekly taking three subjects—related 
English, salesmanship, and merchandis- 
ing. They secure jobs and work in sales 
establishments an average of 15 hours or 
more weekly. They are paid for this 
work and it is fully coordinated by their 
selling teacher. They receive four 
full units for their school and store (labor- 
atory) work and graduate with the 
regular senior class. Fourteen of the 
larger cities of the State have had this 
type program one or more years. In 
practically every instance the results 
obtained were quite gratifying. Over 
99 per cent of the graduates stepped into 
full-time jobs upon graduation with 
minor promotions and increased wage 
scales. In one class, more than one 
third of the students were promoted to 
junior executive jobs on the day they 
were graduated. 


ADULT PROGRAM 


The Evening Adult Extension Program 
is for adult workers who are already em- 
ployed in the distributive trades. It is 
supplemental to their daily employment 
and the short period courses offered are 
based on the needs of the particular 
group seeking this training. Such courses 
as Advertising, Selling Methods, Sales 
Psychology, Store English, Store Arith- 
metic, Textiles, Nontextiles, and Credits 
and Collections have been offered in 45 
different West Virginia towns during the 
past four years to approximately 10,000 
store employees and executives. 

For one and one-half years a specially 
trained itinerant teacher covered many 
small towns in circuits offering this type 
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evening program to executives and em- 
ployees. It met with much success but 
had to be discontinued for the duration 
due to travel conditions. 

Hundreds of letters from students, 
teachers, principals, county superintend- 
ents, school patrons, and store execu- 
tives attest to the value of this relatively 
new vocational distributive education 
program which is filling a definite spot 
that had long been neglected in our 
secondary course of study. 


POSTWAR PLANS 


During the postwar period of recon- 
struction the efficiency of pur system of 
distribution and its ability to adjust to 
rapidly changing conditions will depend 
more than ever on the comparatively 
new vocational field of distributive edu- 
cation. Retail, wholesale, and service 
businesses will have to carry a load more 
tremendous than ever before dreamed of 
by man. When the thousands of fac- 
tories now producing billions of dollars 
worth of war materials are converted 
over to civilian goods, the market will be 
flooded as never before. Increased trade 
means increased numbers of salespersons, 
which in turn means increased oppor- 
tunities of advancement for high-school 
graduates in the field of distributive 
education. As far as actual demand and 
need is concerned in the postwar period 
the present West Virginia Distributive 
Education Program could be increased 
tenfold. If sufficient funds are made 
available, however, it is more conserva- 
tively planned to do the following: 


1. Increase the number of cooperative high- 
school programs. 

2. Improve present course of study and 
methods of instruction. 


3. Employ specially trained itinerant teach- 
ers to conduct adult extension programs in towns 
not sufficiently large for high-school classes. 

4. Employ a teacher-trainer and set up a 
plan in one of the State institutions of higher 
learning whereby our own teacher-coordinators 
may be trained. (We have been having to go 
outside the State for trained instructors and 
because of ouf low salary scale they leave as 
soon as they can get a job in their home State.) 

5. Provide numerous refresher or retraining 
courses for former distributive workers who will 
be returning from the armed services and in- 
dustry. 

6. Cooperate in every way possible with local, 
State, and national governments in the rehabili- 
tation program for returned armed service 
personnel. 

7. Cooperate with other vocational services 
including Occupational Information and Guid- 
ance in every way possible to strengthen the 
entire field of vocational education. 

8. Assist all forces in the maintenance of the 
American system of business enterprise. 

9. Work toward lower distribution costs 
through training informed retail buyers, in- 
formed salespeople, and informed customers. 

10. Train an adequate supply of personnel 
for the distributive services that they may be 
able to handle the buying situation that will 
develop. 





(Continued from page 80) 


For the average item included in the 
survey, 23 per cent of purchasers ex- 
pressed dissatisfaction with price and 
quality. Chief price and quality com- 
plaints had to do with snow suits and 
panties. 

The report is entirely factual, making 
no suggestions for solution. While the 
return to a peacetime economy will solve 
much of the shortage problem, there are 
doubtless always areas where sizable 
groups of customers are dissatisfied with 
quality or price. Continued surveys 
along the lines of this one should aid in 
keeping industry better geared to cus- 
tomer demand. 
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Suggestions for Aiding the Small 
Merchant 


Epwarp A. GREENFIELD 


In addition to providing classroom instruction, the teacher of distributive 
education has many opportunities to help his business community. 


Traditional education for store work 
has usually been limited to three fields: 
merchandise information, rules of sales- 
manship, and in some instances person- 
ality development. While it is true that 
professional schools, such as the New 
York University School of Retailing, the 
Harvard School of Business Administra- 
tion, and the Wharton School of Busi- 
ness, do provide great opportunities for 
students to learn about the political- 
economic relationships of distributing 
institutions, such opportunity is lacking 
in the usual high-school curriculum. 

Whether the postwar era wiil experi- 
ence the large number of small-business 
failures, which characterized the Ameri- 
can scene before the present period of 
scarcities, cannot be safely predicted at 
the present time. However, it can be 
asserted that, if distributive education is 
to continue to justify expenditures of 
public funds, it must at least partially 
achieve what the original George-Deen 
Act intended; namely, reduce the amount 
of potential business closings. 

Assuming that the majority of gradu- 
ates of the institutions of higher learning 
mentioned above enter the larger and 
higher volume stores, the main burden of 
preparing for successful small store 
operation rests on the secondary school. 

Currently, the small stores have many 
perplexing problems. This situation 
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offers many opportunities for distribu- 
tive education to serve the dual purposes 
of assisting the harrassed merchant, inci- 
dently increasing his appreciation for this 
new idea in education, and of better pre- 
paring the students to meet the many 
new operating problems which arise and 
will probably continue into the postwar 
period. 

Although individual teachers will rec- 
ognize and plan for mutual student- 
merchant problems existing in their own 
communities, the following are some 
problems which have common elements 
throughout the country: the problems 
(1) of complying with the regulations of 
the Office of Price Administration; (2) 
of efficient record keeping; (3) of exces- 
sively long hours; and (4) of effective 
store publicity. 


COMPLIANCE WITH REGULATIONS 


In a recent letter to The New York 
Times, James G. Rogers, Jr., Senior 
Deputy Administrator, wrote: “The 
majority of retailers wish to comply with 
price regulations. In a high proportion 
of cases where there has been failure to 
do so, the cause has been misunderstand- 
ing or misinformation.”! Here is prob- 
ably the greatest opportunity for service 
to the merchant. Cooperative students 
can beneficially study price regulations 


1 The New York Times, February 20, 1944. 











92 JOURNAL OF RETAILING 


in the classroom and in turn impart the 
needed information either to their stores, 
assuming that they work in small stores 
which do not have an OPA staff, or to 
other independent merchants who apply 
for their aid. 

Many merchants invite periodic visits 
either from the coordinator or some com- 
petently trained student to check 
whether the store is complying with post- 
ing orders. However, it is essential that 
the students be properly indoctrinated 
to know that their checking duty is not 
that of a law-enforcing investigator, but 
rather that of a helpful friend to aid in 
rectifying unintentional variations. The 
guiding philosophy in projects of this 
nature must be preventive rather than 
punitive. Service of this kind is espe- 
cially appreciated among the large body 
of loyal merchants of foreign origin who, 
often not having the advantages of an 
English education, can neither read nor 
understand the often complicated rul- 
ings of the Office of Price Administra- 


tion. 
RECORDS AND FORMS 


Supplementing the services of explain- 
ing and checking OPA regulations, stu- 
dents can materially assist merchants in 
preparing required forms. Inventory 
forms, applications for ration tokens, 
gasoline allotments, and requests for 
allowable relief are all forms which have 
been successfully filled out by coopera- 
tive students, when the writer conducted 
a distributive education program. 


PART-TIME HELP 


Lack of help and many extra duties 
cause a great deal of weariness to many 
store owners. Students of cooperative 


programs and members of selling clubs 
can be utilized to aid many small mer- 
chants who do not usually come into 
contact with the regular cooperative 
program. Probably the most disagree- 
able task imposed upon the individual 
merchant by the OPA has been the 
tedious, time-consuming job of counting 
ration stamps. Although much of the 
specific work will be reduced by the new 
token system, many small proprietors 
would welcome intelligent student aid in 
afterschool work to count the stamps and 
handle the ration banking. 

A more ambitious plan, which can be 
very successful if carefully planned, is to 
train exceptionally good students to 
provide temporary relief shifts to a 
merchant who operates a_ long-hour 
neighborhood store. Neighborhood sta- 
tionery, food, and candy stores often 
lend themselves to this type of coopera- 
tion. Being too small to employ full- 
time regular help, it is safe to venture 
that these merchants will continue to 
provide placements for cooperative stu- 
dents long after the war period has 
passed. 

The relationship between cooperative 
programs and independent retail mer- 
chants may be a deciding factor in deter- 
mining whether cooperative education, 
sponsored by Federal funds, is to con- 
tinue in the postwar period. No matter 
how loudly distributive education people 
sing its praises, an economy-minded 
Congress may, unless greatly encouraged 
by the folks back home, decide that co- 
operative retailing classes are frills and 
vote against further appropriations. 


PUBLICITY 


The small merchant has long been at a 
disadvantage in presenting proper pub- 
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licity to his customers. Unless he is a 
member of a trade association that 
prepares promotional and institutional 
copy, the typical small merchant does 
not have the training to prepare such 
matters himself, nor sufficient funds to 
employ the services of advertising ex- 
perts. A successful project in my class 
was the preparation of informational 
copy suitable for mimeographing and 
inserting in customers’ packages. Ma- 
terials prepared explained the need for 
meat rationing, the reasons for delivery 
restrictions, and requests of cooperation 
in planning shopping and changing shop- 
ping hours. These inserts were pro- 
duced by the local merchants’ association 
and received very favorable consumer 


acceptance. 


CAUTIONS 


Whenever students participate in busi- 
ness problems of this nature, their 
business training is vastly enriched. 


Training Program 


The United States Armed Forces 
Institute has planned an extensive train- 
ing program for overseas, to get under- 
way as soon as the war is over. It will 
take some time to return and demobilize 
the great invasion army. These men 
must not only be kept busy but must be 
prepared for jobs as civilians. To con- 
tinue large amounts of military training 
will obviously make no sense to men who 
anticipate only their return to civilian 
life; thus the War Department wisely 
has prepared a system of nonmilitary 
education. 
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However, before students can be en- 
trusted with any confidential material 
they must be trained to appreciate the 
professional relationship which exists 
between them and their merchants; and, 
as in the case of all professional relation- 
ship, ethics demand that all confidential 
matters remain strictly so. 

One further word of caution: Al- 
though this article does advocate securing 
as many practical business experiences 
as possible for students, it should in no 
manner imply that cooperative students 
should compete with established services 
in the community. For instance, if a 
merchant becomes legally involved, he 
should consult a lawyer, not a student or 
the coordinator; if tax returns are in 
order, a tax consultant should be the 
adviser, not a student. 

Helping in the solution of the problems 
of others will do much to develop in stu- 
dents a problem-solving attitude, which 
will be of benefit to them in their personal 
and economic life. 


for the Men Overseas 


Business courses. A series of academic 
and business courses have Leen approved 
by the United States Armed Forces Insti- 
tute. Schools will be set up within each 
regiment. Teachers will be selected 
from the qualified available personnel 
and special editions of standard texts 
and workbooks will be used. 

Courses will be made available on such 
subjects as principles of retailing, princi- 
ples of wholesaling, retail selling, princi- 
ples of merchandising, business principles 
and management, fundamentals of adver- 
tising, business arithmetic, business 
English, and business law. 
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While soldiers will be allowed to select 
the courses they are interested in, attend- 
ance will be compulsory and as nearly 
universal as the situation permits. | 

Nature of classwork. Each course is 
broken down into 20 hour units, to make 
it possible for students who will not be 
in one place long enough to take a full 
course to finish a unified segment of work 
—and perhaps to continue the next unit 
elsewhere. Courses that wouid nor- 
mally take a year are broken down into 
8-10 units and term courses into 4-5. 

These twenty hours are normally 
spread over four weeks—one hour a day, 
five days a week—and represent all the 
time available for the student, both for 
instruction and study. Thus, within the 
prescribed hours, the book must be read, 
workbook assignments carried out, ques- 
tions discussed, and any lecturing the 
teacher wishes to do squeezed in. 

Students will have little or no oppor- 
tunity for collateral reading or project 
work. Thus, they must depend upon 
the instructor, the text, and the work- 
book. The instructors are being pro- 
vided with teachers’ manuals and time 
schedules that map out the work for each 
day. For each course, there are also 
being prepared a series of wall charts 
that will dramatize high spots of the 
- course and aid the teacher to sustain 
interest. 

Several millions of men will soon be 
going to school, and the total to be en- 
rolled in each course is enormous. In 
fact, over 100,000 copies of some of the 
business course texts have already been 
ordered. 

Books on ‘“‘going into retailing” pre- 
pared. In addition, the Department of 
Commerce is preparing a series of infor- 


mational books on establishing and 
operating various small businesses. The 
retail stores included are: electrical appli- 
ance stores, grocery stores, restaurants, 
filling stations, hardware stores, apparel 
stores, variety and general merchandise 
stores, bakery stores, drug stores. 

Emphasis on retailing. It is interest- 
ing to note that most of the courses and 
nine books (out of a total of 20) have a 
definite application to retailing. These 
two plans comprise a gigantic training 
program, oriented toward retailing. The 
men who come back seeking jobs are 
going to have a basic knowledge that the 
average applicant does not have. They 
will have at least the beginnings of a 
professional attitude toward their work 
and an urge to apply principles. They 
are coming back better equipped for 
peace than when they went away. The 
retailer will welcome them as he expands 
his personnel. 





Answers to What Do You Know About Merchan- 
dising Figure Relationships? 


1. False. Each discount in a series is de- 
ducted from the previous balance. 
Thus, “less 30, less 20” is equivalent 
to a discount of 44 per cent. (The 
net price is 56 per cent of the list.) 

2. True. Anticipation at the rate of 6 per cent 
a year is generally allowable on an 
extra dating bill. Thus, if a bill 
with terms of 2/ 10-60 extra is paid in 
ten days, 3 per cent may be de- 
ducted. If the store is unable to 
pay in 10 days, it can earn 2 per cent 
if the bill is paid in 70 days. A 
3/10-net 30 bill must be paid in 10 
days to earn any discount. 

3. True. According to the standards of the 
Controllers’ Congress, gross margin 
is arrived at as the following exam- 
ple indicates: 
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Net sales 1000 


Opening inventory 
Purchases 


Total 
Closing inventory 


Gross cost of mdse. 
sold 

Cash discounts 
earned 


s S| 28188 


5 | 


Net cost of mdse. 
sold 
Workroom costs 


t 
o 


Total mdse. costs 620 
Gross margin 380 
Formula: Maintained markup = 
Initial markup — Reductions 
(1 — Initial markup) 
Maintained markup = .40 — 10 
(1.00 — .40) = .40 — .10 (.60) = 
40 — 06 = 34 = 34%. 
Charging interest increases expenses 
and reduces the operating profit, 
but the expense is credited back 
again as “other income” and thus 
has no effect on the final net profit. 
Since gross margin minus expense 
equals profit or loss, it follows that 
expense plus the profit or expense 
minus the loss will equal the gross 
margin. 
Repayment of funds involves a debit 
to notes payable and a credit to 
cash. Expenses are not affected. 
The loss in value of fixed assets is 
an accepted item of expense. 
Turnover is obtained by dividing 
average inventory at retail into the 
sales or average inventory at cost 
into the cost of sales. 
If markdowns are not reported, the 
book inventory figure will be larger 
than the physical inventory; the 
difference is shortage. 
They are 4 times as great. For 
example, if they were $100 last year, 
they are $300 more this year or 
$400, which is 4 times last year’s 
figure. 
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12. False. 


13. True. 


14, True. 


15. True. 


16. False. 


17. False. 


18. False. 


19. True. 


20. True. 


The difference is the planned pur- 
chases for the period. Outstanding 
orders and receipts during the period 
to date must still be subtracted to 
find the O.T.B. 

If the markup is too low, the com- 
plement of the markup is too high. 
When this is applied to the closing 
retail inventory, the cost inventory 
will be overstated and profits will be 
overstated. 

For example, goods costing $600 
may be retailed $1,000, establishing 
a markup of 40 per cent. One half 
may be sold and the balance orig- 
inally retailed at $500 be marked 
down to $400. The cost of this 
inventory is then $400 X .60 or 
$240. But the actual cost was 
$300. Thus, the markdown of 
$100 depreciates the cost inventory 
by $60, the cost of the markdown. 
Were they to be subtracted, the 
initial markup would be reduced 
and the closing inventory would be 
valued at approximately cost rather 
than at a depreciated market value. 
A markup of 50 per cent on retail is 
equivalent to 100 per cent on cost. 
It is nearly always necessary to 
allow a margin for markdowns and 
shortages. 

The markup per cents must be 
weighted by the sales (or merchan- 
dise handled) of the various depart- 
ments; that is, the dollar markup 
in each department must be found 
first. The sum of the dollar mark- 
ups may then be divided by the 
total sales (or total merchandise 
handled in the case of initial 
markup). 

Markdowns reduce the present 
stock and thus increase the differ- 
ence between planned closing stock 
and sales on the one hand and 
opening stock on the other. 

If sales increase 20 per cent over 
normal, stock should increase some- 
what—but not as much as 20 per 
cent; thus the turn will be higher. 


(Continued on page 96) 








Book Notes 


Know Your Merchandise, by Isabel B. 
Wingate, Karen R. Gillespie, and 
Betty Addison. New York: Harper 
and Brothers, 1944, 715 pages. 


This book will fill the growing demand in 
high schools for a text suitable for courses in 
merchandise information. 

The most important equipment for retail 
salespeople is to know the facts about the goods 
that they sell. They, as well as store buyers, 
wholesalers, and copywriters need to know the 
answer to the basic question: What are the 
qualities in the finished goods that make them of 
value to the ultimate consumer?” This text 
provides an answer to this question that is un to 
date, factual, and interesting. 

The book is divided into two parts: Textiles 
and Non-Textiles, each suitable for a term of 
study. 

An index of 22 pages makes the book an excel- 
lent reference for the businessman or teacher 
who wants specific information on merchandise 


from abraded yarn to zircon. 
C. M. E. 


The Great American Customer, by Carl 
Crow. New York: Harper and Broth- 
ers, 1943, xii + 252 pages. 


This is an easily read, pleasantly and simply 
told tale of the ingenuity of some American 
producers and of some of their inventions which 
made available to the American consumer goods 
in large quantities at low prices. As such it 
should be of interest to businessmen who have 
not yet read much of anything in the field of the 
history and development of American industries. 
The principal value, to this reviewer, is that it 
points up (1) the almost incredibly hard condi- 
tions of living in America prior to 1850 and (2) 
the fact that businessmen in their desire to earn 
a living did most to invent and advance processes 
and new goods which have given us the abun- 
dant and easy living of today. 

L. B. 


Making and Using Industrial Service 
Ratings, by George D. Halsey with a 
foreword by Samuel W. Reyburn. 
New York: Harper and _ Brothers, 
1944, 148 pages. 


Mr. Halsey makes a timely and much needed 
contribution to retailing literature in his book 
Making and Using Industrial Service Ratings. 
The book covers the history and development of 
rating procedures, the requirements for a suc- 
cessful rating program, a description of rating 
forms and procedures, and a step-by-step de- 
scription of how to install and operate the plan. 

The war has taught many merchants the 
importance of knowing more about their em- 
ployees—which ones are succeeding, which ones 
failing, and why. In the postwar period, the 
needs for reliable methods of employee evalua- 
tion will be urgent. Mr. Halsey’s excellent 
book should be most helpful. 


O. P.R. 





21. True. Many expenses are fixed or semi- 
fixed and will not increase as fast 
as salesdo. Practically no expenses 
should increase faster than sales, 
except under abnormal conditions. 
Again, fixed expense makes it vir- 
tually impossible to reduce expenses 
in proportion to a sales decline, and 
thus profits decline even faster. 
The undervalued closing inventory 
for February becomes the opening 
inventory for March. If the open- 
ing inventory is understated, profits 
are overstated. 

The high markup goods have a 
lower cost than the average obtained 
under the retail method. Thus, 
with too large a closing inventory 
valuation, the profits are over- 
stated. 

The percentage jumps should be 
approximately the same, but the 
dollar jumps should get larger. 





